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REMARKS 

Reconsideration and allowance of the above-referenced application are respectfully 
requested. No new matter has been added. 

35 uses 101 

Claims 1-41, 45-48 and 53-64 stand rejected under 35 U.S.C. § 101 because allegedly the 
claimed invention is directed to non-statutory subject matter. As suggested in the office action, 
the claims have been amended to expressly state in the body of the claimed methods that certain 
aspects are conducted using at least one computing system. 

Accordingly, it is respectfully requested that the rejections under 35 U.S.C. § 101 be 
withdrawn. 

35 U.S.C. ^ 103 

Claims 1-11, 17-41 and 49-52 stand rejected under 35 U.S.C. § 103(a) as allegedly being 
unpatentable over Gopinathan et al. (U.S. Patent No. 5,819,226) in view of Fischthal (U.S. Patent 
No. 5,822,741) and Downs, Sean, "Technology, education aid medical fraud fighting." Claims 
12-16 stand rejected under 35 U.S.C. § 103(a) as allegedly being unpatentable over Gopinathan 
et al. in view of Fischthal , Downs, and Prezioso (U.S. Patent No. 5,724,488). Claims 45-48 
stand rejected under 35 U.S.C. § 103(a) as allegedly being vmpatentable over Gopinathan et al. in 
view of Prezioso. Claims 53-64 stand rejected under 35 U.S.C. § 103(a) as allegedly being 
unpatentable over Gopinathan et al. in view of Fischthal , Downs, and Werstein Hann, Leslie 
"High Tech Sleuths". These rejections are respectfully traversed. 

For a proper rejection under 35 U.S.C. § 103(a), the Office "bears the initial burden of 
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factually supporting any prima facie conclusion of obviousness" and must therefore present "a 
clear articulation of the reason(s) why the claimed invention would have been obvious." MPEP 
§2142. An obviousness rejection "cannot be sustained by mere conclusory statements; instead, 
there must be some articulated reasoning with some rational underpinning to support the legal 
conclusion of obviousness." MPEP §2141 quoting KSR International Co. v. Teleflex Inc., 82 
USPQ2d 1386, 1385 (2007). This rationale must include a showing that all of the claimed 
elements were known in the prior art and that one skilled in the art could have combined the 
elements as claimed by known methods with no change in their respective functions, to produce 
a combination yielding nothing more than predictable results to one of ordinary skill in the art. 
KSR, 82 USPQ2d at 1395. MPEP §2141.02 further notes that "a prior art reference must be 
considered in its entirety, i.e., as a whole, including portions that would lead away from the 
subject matter recited in the pending claims. W.L. Gore & Associates, Inc. v. Garlock, Inc., 721 
F.2d 1540, 220 USPQ 303 (Fed. Cir. 1983), cert, denied, 469 U.S. 851 (1984). It is respectfully 
submitted that the stated rejections under 35 U.S.C. §103(a) fail to satisfy this burden with regard 
to the currently pending claims. 

Each of claims 1-41 and 49-58 stand rejected as allegedly being obvious in light of one or 
more references in combination with Downs, A Declaration under 1.132 executed by Richard 
Billion, assignee of the current application, is being concurrently submitted (the "Declaration") 
to demonstrate that the patent application was derived, in part, fi-om the subject matter described 
in Downs. 

As stated in the Declaration, it is believed that Mr. Downs was an employee of HNC 
Software, Inc. (or one of its affiliated companies) at the time of filing of the current application, 
that Mr. Downs, a co-inventor on the current application, had an obligation to assign this patent 
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application to HNC Software, Inc. at the time of filing of this patent application, and that the 
subject matter described in the Downs reference describes subject matter from which the subject 
matter recited in the claims of this patent application was derived. 

Based on the foregoing, it is respectfully submitted that the Downs reference, which was 
published less than one year before the filing date of the current application, is not prior art and 
that the rejections under 35 USC § 103 based on the Downs reference should be withdrawn. 

Moreover, claim 45 has been amended to recite: "the quantity being estimated being a 
risk factor characterizing misrepresentation of policy related information provided to an insurer 
by a policyholder where the information is used by the insurer in determining an amount of 
premium to be paid for insurance coverage provided to the poHcyholder" (based in part, on 
previous claim 1), and should also be allowable because the cited references fail to suggest such 
an arrangement (and Downs is not a reference that can be cited against the claim as amended). 

Accordingly, the claims should be allowable. 

Concluding Comments 

It is believed that all of the pending claims have been addressed in this paper. However, 
failure to address a specific rejection, issue or comment, does not signify agreement with or 
concession of that rejection, issue or comment. In addition, because the arguments made above 
are not intended to be exhaustive, there may be reasons for patentabihty of any or all pending 
claims (or other claims) that have not been expressed. Finally, nothing in this paper should be 
construed as an intent to concede any issue with regard to any claim, except as specifically stated 
in this paper, and the amendment of any claim does not necessarily signify concession of 
unpatentability of the claim prior to its amendment. Applicant asks that all claims be allowed. 
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If there are any questions regarding these amendments and remarks, the Examiner is 
encouraged to contact the undersigned at the telephone number provided below. The 
Commissioner is hereby authorized to charge any additional fees that may be due, or credit any 
overpayment of same, to Deposit Account No. 50-031 1, Reference No, 35006-577001US. 



Address all written correspondence to 
Customer No. 76615 

Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C. 
3580 Carmel Mountain Road, Suite 300 
San Diego, CA 92130 
Phone: 858.314.1500 
Fax: 858.314.1501 



Respectfully submitted, 



Date: March 12, 2009 




Carl A. Kukkonen, III 
Reg. No. 42,773 
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Technology, education 
aid medical fraud fighting 



By Sean Downs 

(Braudulem health care and workers' compensation claims 
53 are a major — and primarily uTidetected — source of 
losses. to employers and insurance carriers. More than 
$120 billion a year is lost due (o insurance fraud, according to 
a study by Conning and Co. 

The health care sector is cited as the most victimized with 
$95 billion in fraud-losses, followed by property/casualty at 
S20 billion. In worker^' comp, fraud losses exceed $5 billion, 
■yci'only about 20%'of this fraud is detected, The General 
Accounting-Office estimates that firaud costs Apnericans the 
equivalent of SI out of every $10 paid for health care claims. 

While 88% of Americans recognize that fraud is a major 
force behind pfemtum .increases (1996 Gallup pt)U). 17.% say 
they would stay away from work lo.ngei;ihan' warranted by an 
illness or injury and collect incomei|eplacen)cnt benefits. 
Punher. one in thrce'believe it is acceptabje'to. ovfersiate their 
insurance claims, according (o a 1994 public; aftiiude survey 
by the Insurance Research Council. 

Workers' conip fraud is particularly hard to detect because 
there is no centralized national reporting system and is. by 
nature, "no-faull," The workere" system stands apart from the 
civil and criminal justice systems with its own rules, judicial 
proceedings and regulatory process. In most states, workers" 
comp is administered by multiple agejicies, and systems are 
oriented toward the administration of benefits rather than 
criminal justice. Only 32 slates have laws that define insur- 
ance fraud a.s a felony. , ■ , ' 

Employers pay the high cost of fraud in the form of 
increased premiums and lower productivity and morale. 
Employees, loo, pay for fraud through higher cost sharing for 
health care premiums, They may also have to pick up the 
slack of a malingering co-woricer. and pay raises or bonuses 
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may suffer if the company's financial picture is adversely ■ 
affected by fraud losses. . • 

High-tech sleuthing 

What can employers, TPAs and insurers do to reduce fraud 
losses? The key lies in improving .the accuracy of fraud detec- 
tion, and detecting fraud earlier in its life cycle. 

New advances in technology have vastly improved our 
' ability to detect fraud accurately and quickly. Traditionally, 
fraud has been detected by human observation. Adjusters, 
whose fraud awareness and knowledge can vary widely, might 
observe suspicious activity in a claim, or an employer or co- 
worker may report it through a telephone hotline. 

New innovations such as predictive technology can-idenii- 
fy, in real-lime, when fraudulent activity begins. Neural net- 
work models "trained" with historical claims data score claims 
on an ongoing basis, processing many more variables simulta- 
neously than the human mind can absorb, As the scores reach 
a certain threshold, the likelihood of fraudulent activity 
increases, .One predictive technology model, VeriCom.p 
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Predictive Technology 
and the Transformation i; 
of the Insurance Industry 

THE INSlRANCI iNOVSTfir IS COlStO fOP. A REVOLUTION 
in leeh) iolo|y thai wfll iransform iw opemlons in both 
workci r compensation and group hralih can:. Todsy, 
many tnawaaicns in ihis sector are Siill perfbrmcd by humans, 
and many dedstons still reside wiih ihe expertise and lime of 
3 human agent. 

In ( iher wotds, decisions arc made based on sub* 
Jcctlve V*. objecilve infomwtton. Fraud deiection, 
for example, ii done primarily by clainu adjusters 
who oiiservc siupicious aciiviiits on a claim. Cases 
are tvi<)uaied by nurse rcvlewrrs wW accumulate 
enougli (nfoifoailon to detctmlnc ihai case nwnagc- 
mtm t required. ' reeovcrici and nisnagcd wn; bold particular promise 

The accuracy and efficiency of ihcsc decisions is of improvini; prufiiubilliy and rcdudi^g loss by mm- 
limited by ihe inability of the human mind lo process aging an "elecironlc inmsaciion stream and focusing 
the cncrmnusnumhcf of variablc.nhot ptiiy a p;irt in nn eNL-i-pilnns. 

deiciTO nmg if a claim is an exception or noi. Think According lo a Conning & Company study (in- 
of the f tfcepilonj as being a few bad fish swimming ■ suranee Fraud: The Quiet Csiastrophe), insurance 
in 0 latijc ocean. If technology wen: availtfbk- ihoi fraud may coss (hcindiisir>'5J20bilIionaycar,a3d 
could iinproveihc odds of finding ihctarB«-^laims pciecm (ncrease In juil five years. The health care 
that an; wctpUons in sqmc way~-ii i»uid redocc ihc sector is clicd as ihc most victimized, wUh 595 bU- 
wxiTt V I a smalt pond containing a hi gh rai to of lar- 1 Ion In fraud losses, ftiliowed by.propcny/casualty at 
gels to noniat^etj. The goal of this technology is lo S20 billion. Tools lhai can reduce these (osses tsm 
tmprovi the flslilhg. to mala: ii easier to kicmify claims haw a tremendous financial impnci on the prof- 
ihai art exceptions and to know, without human iioblliiy of the Ijidosiry. 
analysi< whatmakes them exceptions. 




To a .vision ijic possibilities of sudi u chanj?:. eon- 
sider at.oiher trsnsaction-imenslve industry— fl- 
nancbl srvlcea. Technology has made postible elec- 
tronic binldng-nuiomaied tctformailon access In nal 
time am I even imprnved ercdii cani fraiid detection 
by 20 p.;rcent to 50 percent, Anyone who has goi- 



Ohrtades to Improved EfTiciency 
The (nsuronce industry faces many paftitrulitr ob- 
siades in managing and' ralnins the mother lode of 
infortnaiion and making it more cHident, some of • 
which arc discussed here. Current objective me*- 
i to dale arc flawed because of the challenge 



ten a phone call from a cnalit card company asking .posed by the intttactiviiy of the data, Informaliotl 
about SL spidous-looklng purchases has experienced fragmcntailoti and constant changes In external 
the abill^oriechnobsy to model multiple variables forces, 

" DfltfllHifrartirii;', Because numenjus claim fea- 
tures imeracl with each other, determining what to 
do ir\ a given situation an be dillicuK. Also, the vol- 
ume of data and the number of N-ariablcj) thai de- 
scribe or event mal«; ii IrwITidcnl and estnrmety dif- 
ficult for a hunan to Isolate li^nsacUons that reduire 
scruiltiy 

■ tnjarmaiion franmcnlaiitin.. There!? also the prob- 
lem of mfomiBtion [ragtnenuiion, which occurs 



of fraud ileni behavior and track every account and 
innsaclJon in real time-to catch and prevent fraud 
al most a -, it's occurring. 

The Uistuance industry, as yei. has nol devcloprd 
these tyf » ordecuonic solutions. The anats oTfraud, 

Sean Opwns ii PREsil>EN-r of the WonKeu' 
ConrtNiATiON BuJiNesJ UNrr or HNC iNji;RANCf 
. SOLt/TlOilS. Ihvin(,CaUF. 
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when a sej ortranssttions ts Incomplete 
and unavaUiibk. Ths iwult tsan incom- 
plete picture oftmponant events. Itifor- ' 
msDon becomes fragmented becaiuE 
tnmsacUcm t/»ta cohje from many differ- 
ent scmices— dooeni, pineal flwrapists, 
hospital*— sad njove lo umny diircient 
desiinfltiwis; diifefea! Insurance comps- 
nlcs, rhiit3-jpiir^ adisimsu^cois end gov- 
ernment age ttdes. Motiover. diffcreai 
transaciiorns move a very diflemii' speeds 
from source to desiiDation. 
• Indwcry eJinnjej, Fewladustries txpt' 
rienct the [requency or niagnltude of 
chsnge seen in health, care and insniBnce. 
ChscLges En kgtslBCfoa, cocporaie policy, 
payment sysleins and marica foices, aj 
well Bs trends in disease, treamirnt and 
safety, coatribute to the chaos. 

Becacise of these snd rcisny other coin- 
plodtics, then: are limits lo the use of 
simple, niles-based. twi-flag ^sterns in 
Idcuiifying die exceptions that need to 
be tBcogfiiztd and dealt with. For exam- 
ple, both ana)ysls and experience Indi- 
cate that back injuries and strain-sprain 
injuries an: -cwmt likely to be fiaudirtajl 
than eye injuries and lacerations. How- ' 
ever, the vast majority of back injuries 
and strain-sprain injuries are valid. A 
strategy that requires review of all such 
claims will generate large numbers of 
false positives (legitimate daims incor- 
rectiy labeled Bs suspects). Ibo many khc 
positives lead w the Inctrecrfve use ol an- 
alysis and investigators. ' 

Now BreaJrtJiroUBhs iriTechnology 

New breakhroughs in tetJmology.cari . 
now use hisiDiicai infonnadon to ptedia 
these decisions witt far more accuracy 
and effidenq' than currem methods. 
TbesE new types of technology can 
•kain* which patterns ait assodated with 
characteristics «f claims that an; cxcep- 
tiotw and which are tiot. The patterns in- 
clude nonllneai relationships and inter- 
actions amonti raatiy , variables that 
quis^y ovrrwbdm erai the most proD- 
cicnt htiman experts. 
* l^rtdiaionsofthelumre are based on 
ail undemanding of the past. Powetful | 
analy^, applied to historical dau, is the * 



ANTONE who has COTTEN a phone cm FROM A CREOFT CARD 
COMPANY ASKING ABOUT SUSPIOOUS-iOOKINC PURCHASES' HAS 
eCPERIENCEO THE ABIUTY OF TCCHNOLOGY TO MODEL MUmPU , 
VARIABLES OF FRAUDULBTT. BEHAVIOR AND TTJAa EVERY ACCOUNT 
AND TOANSAOrtON IN REAL TIME TO CATCH AND PIIEVENT FRAUD ' 

AuyiosT AS rr's oohrring. 



key to discovering the hidden relation- 
ships that allow accuiate pttdicdons of 
impomm facts sud) as: 
■ Which providers will have the best 
outcoihes; 

" Whitib cases shotild be case managed; 
f What the 'pyout' for a given claim 
wfJl be; 

• Which cases are most likely to have de- 
layed recovery; . 

* Which ditilcsl methods provide the 



Which claims ai 
dnlmattU or fnuclulently handled 1:^ 
piovldeis. 

Pn>illctiv« Technology 
What are these new technologies, end 
how do they wprf?? This term refers to 
the ability to use historical data from the 
past to ptrdia cunent and future be- 
•havlOT. CreaSng an effective predictive 



THE ART OF THE PEAL 

in octuaiial recruitment j^^^ ^T *****^^ 

is providing personalized ^'"^^S^m^*"""^ 
and confidential search vVrr/'i^' / 
and placement. ' \ ^ / f /(^^ / 

Avoid the usual shuffle \i^L.VT'7 
and lectm how to play La^^A/ 
your hand effectively. \ ^ J 

National & Inier naKonal ' 
TRAINEE JeveL-; ihrough CHIEF EXECUTIVES 

Speciomta in Hie placcmeni ol: 

• ASAs/fSAs ♦ I;j!;i5rcFi-.co • Iiivi-;liri#nl/f;navc's 

• ACAZi/VCm • I>.:in5wc:rt(:(; • Mer!r,?;s J: /^cqiUiJU;?:;? 

• -"^ * Erjipiciy-Ji Ecrr.'snti • AcIuCTlciiPi<.vr>mv'j)inr 
• ryja-ncia^ti Cat-? • Pc-iisfen Administrai-lc..') 
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• sotiwart wluilun requires three iicps: 
FirR, create dyr.nmii: pnofltes (o capture 
rcltvsm behavicr psnems. Second, con- 
stmct models tc gtn^raie actionable rc- 
su lis. And (hini, 'ic^rlop acikjn a«ps anti 
itraugics w toUjs savings. 

Dynnmlc pre riling is n colleclion of 
techniques ihal l.iHBfonns huge vohimcs 
of claims data ini > behavioial features de- 
scribing how ca :h of the relcram play- 
crs in thcsyscm jpcratcs- Usins dynamic 
proftling techno .ogy, s software appUca- 
lioti can capture he behavior of cveiy in- 
dividual player in the system for Mx by 
mat\y dtfTereni cedsion models. 

Simply dcruii d, a model is a tnathu- 
maiical etjuBiitm that describes Ihe rela- 
tionships between individual chtracleris- 
lics, called input -ailablcs. that' may alTcm 
a situation. TTic i olutfon 10 the equation 
tells how ihi: sHi Mllon turn out. 

The iradiiion.ll approach io building 
models Is to nisi:ually analyze the com- 
picx statistical n laiibnshlps amonj; the 



The market for predictive 
sofmwre services (n the yew? 

2000l5ESnMflrEDTDBE$3.7 
BILUOM, UP FROM $1 .6 BlUJON 
IN 1997--M0RETHWIDOUBIE 
IN JUSriHREE YEARS, 




Vou want t?)e best for 
yourself. ; .you deserve 
(tie best help in getting it. 

Ths Actuarial marketplace 
Is a specialty of ours! 

W« W9 on« or the largeci recniting (jrrtu 
inlfiecotritiy, O^ifretJUlaftxiforsBivti* 
bunsuiassed. SVe have been in 
Uiansss (or over .TO yeare — lei ottf 
wpeiienco v«!k W ytM.. 
Cefl i« irf durrwoitng spcdaEst* twfe^ 

PxWck KUooyno or Mofy O'Cemtell 

tm Sti-tm (617) SES-3SW 



inpoiSr Usinfi that approach, solving 
complex- modeling problems requires 
massive- human elTort. Neural networks 
eliminate thai enormous manual cITon 
by automatically idetiUrylng highly com- 
plex relationships among the data. 

Neurol networks are the technologi- 
cal buiWing hlocks for prcUicjin" icch- 
nolofi}'. Neural nei works ,an,-.advii nerd 
sialisiieol inotlcb thai Icom, fwm his- 
torical tlsia. how to combine ijitlcpcn- 
dcnt variablv* to prmiiKC ihf desilvd otil- 
■ come. The user supplies tiaia to the 
ptotxssinj; clemcnis in ihc "inpol layer," 
The proeeasing elements perform their 
calfubiions and send the results to the 
next layer until ihc "output layer" pro- 
duces a result— the prediction. 

The accuracy of a neural network 
model depends on how wcli the model 
is trained, by using a ici of data with 
knovim lesults. The network begins intin- 
ing by making pn:dletions %viih nmdomty 
adjusted weights. The iwiw-wrif then com- 
pares its predictions with the known re- 
sults and adjusts each wciphi so ihji 11 
causes less error. After revlpwlng thou- 
sands of examples bvindiwls of tiroes, the 
network ieams paiicnw and trends that 
enable it to make accurate predictions. 

The final acp is Io dcvelttpstratefties 
lor u«ng system results. Different score 
ranges, for exaraple, may rcsuli in dif- 
fcrem actions. The determination of ef- 
fective opcraiianal usage strategies to 
meet a customers needs 4s eiuWed by 
jlinuUtion studies on historical data. 

Adding Che Element of Interacdviey 

Although information describing » claim 
injury is hsiIf. the dainantS aairiiy pai- 



icms arc described by iransacUonal da- 
w. The abllily to chsrsae rize, or profile, 
an Individual on the lass of a sirearo of 
relevant tianssciion information is fun- 
damenul to many modeling pioblems. 
Building a model requires a fbced-foimai 
" sumtnary rcptrscniaiion of the infornu- 
itonin the liansaction stream and a sum- ' 
mary that contains the infoimaiiDn re- 
quired to disctiminaie between, say, valid . 
and abusive 'behavior. Thus, a claim can 
■ be dynamically nwiatained and updated 
in real time as each new transaction pil- 
scnis Itself, allowing en up-to-date char- 
OCtcTlzallon of the entity being profiled. 

For example, the outcome might be a 
yes-or-no decision 10 ptovide a spe.cific 
medical ircaimeni to a particular ptlent. 
Or the model may produce a score to 
guide the user in making a Judgment. A 
medlwl claim may be assigned a fraud 
risk score fwm 3 to J 000, where a high- 
er score indicates a greater likelihood of ■ 
fmud. Claims w?iih scores less than 4O0 
may be treated as valid, and clslims with 
scores greater than 400 may Ix closely 
monitored, 

In predictive technology, the value de- 
rived from a system depends on more 
than JtJSl KOTc actursc)-. A poorly used 
accurate score will be of liule \iihjc. The 
model provides score reasons to help 
users identify and evaluate the specific 
acth-liy thai Ind leans a case requires in. 
icrvcntion. - 

General esplanalions show which fn- 
ftirmalion, across the to^ population be- 
ing evaluated , is most imponam In de- 
termining which observations require ■ 
closer scrutiny. Those explanations can 
provide guidance for setting policies for 
such things as dcicrrolnlng which data 
to wlM and which to Ignore. When a • 
medical ease requires case tnanaget«ent 
•Intcri-cmlon, spccifie ejqjiiniiions can 
point users to parflcailar behaviors to re- 
vicvt nrsi, Thb can improve both the ef- 
Rcieney and aeeuracy of the review 
process. Systems can use a basic dieni- 
scrvcT archf tenure designed to wtjrk on 
several platforms and to irtiegiate easily 
with cxisilng Infonmaiion ^cms. 
The . result of the use or phdictiVe 
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technologj' is ihe autoinating of decision 
processes that ware fonneriy made pri- 
inatily on the basis of hxxwm observa- 
tion. Kutonns then csn make decisions 
guided hy itialcl itsuJu. For example, a 
sane loighi in(tote scvewJ possiHlWcs; 
Bn.eEaplo/t.-r has mlsicpicstnied pmnl' 
um inTormadon; a case could beneCt 
Ibm case iriBnagmmt; OT X ciaitnani has 
nusrepresenied fi^my bilbimatiDn. The 
bmrmn reading the t^on, snd knowing 
' chenzsons IbrabigbscotE, canthenitse 
this objtxtlvt infoioiatiott vo act 

PrrdjetiveTcchnoiosy in Action 
The Worlwrs' CompeiradoD Fund of 
. Utah Is onccosipaijy that has directly ex- 
perienced tiie betJclils of predictive tedi- 
Aologjt In order tomoit ^ggiessiwfy pur- 
sue . fraud detection, the cotnpany 
tsEablished a spciari iuvestSgative .unit 
(SIU3 ih« has, In the pas: five years, re- 
sultid in a sSgoiflcaM leduction tn fraud 
tnd savings of approxiinately $16 mil- 
liun. Wsmting to take the program a step ; 
fuidjcr and lo detect baud early in the 
life of the daim, the agency contracted 
• with Risk Data Cotporatlon (now HNC 
Insurance Solutions) to develop a pre- 
diciivt technology xcodd based on his< 
torica! analysis of nao«: than 800 raw and 
. . dejived variablss indicating fraud. It ir- 
tnms a scon: from 0 to 1,000, with a 
hl^er score Indicating a higher Bfeeli- 
hood that ahvsc ts uking place. 

TheisystoDScpraesdidairnonwcttv- 
going basis. nUs ongoing itassessmeru is 
vital, bccfflHE, Bisi of aD, Iti olten difficult 
to discern g<;od (daims from bad claims at 
die Stan of the (idmi as lisne passo, how- 
cva; go«i Mill bad beJ>avlt>r pawsns dl- 
vtigc Second, most feaud and abuse an: 
.oppommisUc rather than planned. This 
means that nuiny daitos start out as pet- 
fccily valid and then hjin bad." 

Ihc dalins nd)u5tei7 provide the ini- 
dalscteentng of dalmsai WCJ^Utah, TTte 
cuireiu toodel u^age strategy and score ' 
thre^lds result in fewer than 1 peiccnt 
of bD open dalras being braughl tp sn ad- 
5«stei^ aacation eadb wed?. Many dont 
warrant prosecution but bjs most eUcc- I 
civdyhBntiled by the adjuster (via coan- I 



seling and/or wamings). Those dairas tha 
are sulh'dently serious arc tefmied to ttw 
SlU, which focuses on prosecuting ftaud 
and on achieving recoveries. 

Since the implementation of this pn» 
gram, the referral rate to 5IU investiga- 
tors has increased 36 percent. Howev- 
er, because of the i]uaitiy ofrefenals, 
along with the supponlng reasons pro- 
vided, this has not resulted in additional 
work for the 51U, In less than jjjt 
momhs, the systero'detecicd 53 fraud- 
ulcDi chins that wmAd otherwise hwe 
been atlssed. Of these dalms, d^t have 
been closed and sent for prssecatit>n, 
with an ratimate^ savings or over 
$500,000. Odier cases remain wider in- 
vestigaUon- These results icpresem a 24 
petceni increase iu the nuinbw of fraud- 
ulent (iiinis detected and a 25 perceiU 
increase in savings from the use of pre- 
dictive technology. 

How Mg a chatge does this leduiol- . 
ogy rqjroeiu? Again, think of the finan- 



cial services indusuy before automatic 
teliets «id eicctiDnic banking. Thi max* 
Vti for predictive software services in the 
year 2000 is Estimated to be J3.7 bUiion. 
up flora $1.5 billion in 1997— ^nott than 
double in Just three years. 

Besides the estamples dfed in this ar- 
ode, predialve technology is applicable 
to hincllons such as safety, loss reduc- 
tion, $ales and tnarketing, underwdting, - 
pricing and piofilaUlity forecasting, pre- 
ferred provider oigaaizadon deiemiina- 
doa, ccntr^cdng for tisk, dinical pzdis, 
provider outcomes and disease tnansge. 
njent— virtually every segment of the 
group health and property/ casualty in- 
suismce seaors. All tKoe tqjplkaflons j>A- 
tiress how we as an industry am solve 
the problem ofhaving tDore data and less 
lime to tnakc appropriate dedsions, In j 
sununaiy, piedicdve ledtnology proniis- 
es to be the next brcflkhiough for mak- 
ing the best business dedsioQs tn virtu- 
ally every area of our business. • ■ • J 
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